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Recommendation  #1 
The  department: 

A.  Correct  the  underpayment  of  personal 
service  charges  to  the  Superfund  program 
for  fiscal  year  1987-88. 

Agency  Response:   Concur.   See  page  21. 

B.  Ensure  employees  properly  charge  Superfund 
for  the  actual  time  spent  on  the  program. 

Agency  Response:  Concur.  See  page  21. 


Recommendation  #2 

The  department  ensure  amounts  reported  on 
the  federal  financial  reports  are  accurate 
and  comply  with  federal  regulations. 

Agency  Response:   Concur.   See  page  21. 


Recommendation  #3 
The  department  establish  rules  for 
the  Handicapped  Children  Service  in 
accordance  with  state  and  federal  laws 
and  regulations. 

Agency  Response:   Concur.   See  page  21. 


Recommendation  #4 
The  department: 

A.  Comply  with  state  law  by  inspecting 
health  care  facilities  prior  to  the 
issuing  a  license;  and  if  necessary 

Agency  Response:   Conditionally  concur.   See  page  21. 

B.  Seek  legislation  to  amend  the  state 

law  to  require  unannounced  inspections 
during  each  licensing  period. 

Agency  Response:   Conditionally  concur.   See  page  21. 
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Recommendation  #5 

The  department  develop  a  written  plan  of 
cooperation  with  other  state  agencies  for 
the  Emergency  Medical  Services  program  in 
compliance  with  state  law. 

Agency  Response:   Concur.   See  page  22. 

Recommendation  #6 

The  department  develop  a  written  and  tested 
backup  and  recovery  plan  for  its  critical 
mainframe  computer  applications. 

Agency  Response:   Concur.   See  page  22. 


Recommendation  #7 

The  department  assign  the  duties  of  the  EDP 
security  officer  and  computer  programmer  to 
separate  staff. 

Agency  Response:   Conditionally  concur.   See  page  22. 


Recommendation  #8 

The  department  establish  a  policy  which 

defines  the  allowable  use  of  microcomputers.  9 

Agency  Response:   Concur.  See  page  22. 

Recommendation  #9 

The  department  properly  record  transactions 

in  accordance  with  state  accounting  policy.  11 


Agency  Response:   Concur.   See  page  22. 


GENERAL 

We  performed  a  financial-compliance  audit  of  the  Department  of  Health  and 
Environmental  Sciences  (department)  for  fiscal  years  1986-87  and  1987-88.  The 
objectives  of  the  audit  were  to: 

1.  Determine  if  the  department  complied  with  applicable  laws  and 
regulations. 

2.  Determine  if  the  department's  financial  schedules  present  fairly  the 
results  of  operations  for  the  two  fiscal  years  ended  June  30,  1988. 

3.  Make  recommendations  for  the  improvement  in  the  administrative, 
management,  and  accounting  controls  of  the  department. 

4.  Determine  implementation  status  of  prior  audit  recommendations. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and  disclosed  the 
cost,  if  significant,  of  implementing  the  recommendations  contained  in  this  report. 

The  previous  audit  of  the  department  contained  three  recommendations.  All 
three  recommendations  are  still  applicable  to  the  department's  operations.  Two 
recommendations  were  implemented  and  one  partially  implemented.  The  partially 
implemented  recommendation  concerns  accruing  valid  obligations  at  fiscal  year-end 
and  is  discussed  on  page  10  of  this  report. 

BACKGROUND 

The  Department  of  Health  and  Environmental  Sciences  was  created  to  protect 
and  promote  the  health  of  the  people  of  Montana  through  implementation  of  public 
health  laws  and  regulations.  The  general  powers  and  duties  of  the  department  are 
detailed  in  Title  50,  MCA. 

In  addition  to  the  Director's  Office,  the  department  has  three  divisions: 

Health  Services  and  Medical  Facilities  Division  is  responsible  for  services 
designed  to  improve  and  preserve  the  health  of  Montana  residents.  The 
Family  and  Maternal  Child  Health  Bureau,  Preventive  Health  Bureau, 
Licensing  and  Certification  Bureau,  Health  Planning  and  Resource 
Development  Bureau,  and  Emergency  Medical  Services  Bureau  all  operate 
within  this  division.  The  division  had  84  full-time  equivalent  (FTE)  positions 
in  fiscal  year  1987-88. 

Environmental  Sciences  Division  is  responsible  for  ensuring  a  safe  and 
healthful  environment.  Bureaus  operating  under  this  program  are:  Air 
Quality,  Occupational  Health,  Food  and  Consumer  Safety,  Solid  and 
Hazardous  Waste,  and  Water  Quality.  The  division  had  1 12.63  FTE  positions 
in  fiscal  year  1987-88. 


Centralized  Services  Division  is  responsible  for  all  financial  reporting, 
budgeting  and  accounting  functions  of  the  department,  as  well  as  statistical 
services  and  record  keeping  and  laboratory  services.  The  Support  Services 
Bureau,  Records  and  Statistics  Bureau,  the  Chemistry  Laboratory  and 
Microbiology  Laboratory  operate  under  this  division.  The  division  operated 
with  56.1  FTE  positions  in  fiscal  year  1987-88. 

The  Board  of  Health  and  Environmental  Sciences  is  attached  to  the 
department.  The  board  consists  of  seven  members  appointed  by  the  governor.  The 
board  advises  the  department  in  public  health  matters.  The  board  also  has  the 
authority  to  establish  rules  and  hold  public  hearings  on  health  matters  such  as  air 
quality,  water  quality,  and  solid  waste  management. 

Most  of  the  department's  employees  work  in  Helena,  but  there  are  some 
employees  located  in  other  cities.  The  department  works  with  county  health 
departments  throughout  the  state  and  contracts  with  counties,  individuals,  and  private 
organizations  in  administering  the  health  and  environmental  programs. 

FEDERAL  PROGRAM  MANAGEMENT  AND  COMPLIANCE 

The  federal  Single  Audit  Act  of  1984  requires  auditor's  to  ensure  major 
federal  assistance  programs  are  managed  and  operated  in  accordance  with  federal 
laws  and  regulations  as  part  of  a  financial-compliance  audit.  Major  federal  assistance 
programs  for  the  state  of  Montana  are  programs  where  federal  expenditures  exceed 
$3  million  in  a  fiscal  year.  The  Department  of  Health  and  Environmental  Sciences 
has  two  major  programs,  the  Women,  Infants  and  Children  (WIC)  program  and  the 
Hazardous  Substance  Response  Trust  Fund  (Superfund)  program. 

To  comply  with  federal  audit  requirements,  our  report  discloses  all  federal 
compliance  issues  identified  during  the  audit.  These  federal  compliance  issues  are 
discussed  on  pages  2  through  5.  Findings  which  address  specific  federal  assistance 
programs  also  disclose  the  Catalog  of  Federal  Domestic  Assistance  (CFDA)  number 
associated  with  the  program. 

Superfund 

In  1980  the  federal  government  established  the  Superfund  program  to  provide 
moneys  for  the  identification,  prioritization,  and  clean-up  of  the  nation's 
uncontrolled  hazardous  waste  sites.  The  Environmental  Protection  Agency  (EPA) 
operates  the  Superfund  program.  EPA  provides  funds  to  states  so  they  may 
undertake  the  investigation,  clean-up  and  administrative  duties  associated  with 
Superfund  sites.  The  costs  incurred  by  the  program  may  later  be  recovered  from  the 
organizations  which  were  initially  responsible  for  creating  the  hazardous  waste  site. 


EPA  pursues  cost  recovery  for  the  federal  costs.  The  state  Department  of  Health  and 
Environmental  Sciences  has  identified  several  hazardous  waste  sites  and  is  in  the 
process  of  getting  these  sites  cleaned-up. 

Personal  Service  Charges 

Certain  management  personnel  in  the  department  are  improperly  allocating 
time  to  state  and  federal  programs.  State  policy  and  federal  regulations  require  the 
salaries  of  employees  chargeable  to  more  than  one  grant  or  state  program  be  allocated 
based  on  an  equitable  distribution  of  time  and  effort. 

We  identified  three  management  personnel  at  the  department  who  should 
have  charged  approximately  845  hours  to  the  Superfund  (CFDA  #66.802)  program 
during  federal  fiscal  year  1987-88.  Instead  these  people  charged  their  time  to  other 
department  programs.  We  found  that  during  federal  fiscal  year  1987-88  these  three 
employees  charged  only  four  hours  to  the  Superfund  program.  The  employees 
estimate  they  may  have  spent  as  much  as  ten  to  twenty-five  percent  of  their  time 
on  Superfund.  Based  upon  our  review  of  personal  service  projections  on  the 
Superfund  cooperative  agreements,  we  estimate  that  other  programs  may  have  paid 
up  to  $17,000  of  personal  service  expenditures  and  benefits  that  could  have  been 
charged  to  Superfund. 

Based  upon  discussions  with  EPA  officials  and  review  of  the  Superfund 
cooperative  agreements,  it  would  have  been  allowable  for  these  management 
personnel  to  track  their  time  for  each  Superfund  activity  and  charge  the  Superfund 
program  for  the  time  spent.  Department  officials  indicate  a  system  is  in  place  to 
ensure  actual  time  is  charged  to  all  federal  programs.  However,  due  to 
misunderstandings,  a  few  personnel  were  not  following  the  established  policies.  The 
department  should  consider  reviewing  any  available  time  records  kept  by  the 
employees,  such  as  monthly  log  books  or  calendars  to  recalculate  the  actual  time 
chargeable  to  the  Superfund  program.  The  actual  time  spent  on  Superfund  should  be 
used  to  correct  the  payroll  records  and  applicable  federal  reports. 

RECOMMENDATION  #1 

We  recommend  the  department: 

A.  Correct    the    underpayment    of    personal    sertice    charges    to    the 
Superfund  program  for  fiscal  year  1987-88. 

B.  Ensure  employees  properly  charge  Superfund  for  the  actual  time 
spent  on  the  program. 


Federal  Financial  Status  Reports 
Superfund 

The  department  has  five  cooperative  agreements  with  EPA  for  Superfund 
(CFDA  #66.802)  sites  and  one  cooperative  agreement  for  administrative  costs.  The 
five  Superfund  sites  are:  1)  Silver  Bow  Creek,  from  Butte  to  Milltown;  2)  Montana 
Pole,  located  in  Butte;  3)  Clark  Fork  Basin,  for  the  Clark  Fork  River  near  Missoula; 
4)  Multisite,  for  various  sites  around  the  state;  and  5)  Milltown  Reservoir,  near 
Missoula.  Each  year  the  department  must  file  a  Financial  Status  Report  (FSR)  on  the 
anniversary  date  of  the  cooperative  agreement. 

The  department  did  not  correctly  report  amounts  relating  to  the  Silver  Bow 
cooperative  agreement  on  the  FSR  dated  October  28,  1988.  The  department  reported 
$2,055,663  of  current  period  expenditures  on  the  FSR  when  the  accounting  records 
reported  $2,020,592  for  the  same  time  period.  Another  line  item  on  the  FSR  also  did 
not  agree  with  the  accounting  records.  Unpaid  obligations  were  reported  as  $979,334 
while  the  amount  on  the  accounting  records  was  $956,782. 

Federal  regulations  require  the  federal  reports  submitted  to  the  federal 
government  be  accurate  and  supported  by  the  department's  accounting  records.  The 
department  could  not  find  the  documentation  supporting  the  FSR  calculations.  When 
the  department  attempted  to  reconstruct  the  calculation  of  the  FSR  amounts,  it 
discovered  that  errors  had  been  made.  Department  officials  explained  that  the  Silver 
Bow  FSR  was  an  interim  report  and  the  errors  will  be  corrected  on  the  next  FSR. 

Women.  Infants  and  Children 

The  department  improperly  included  encumbrances  with  expenditures  on  the 
Women,  Infants  and  Children  (WIC)  program  (CFDA  #10.557)  final  financial  status 
reports  submitted  for  federal  fiscal  years  1985-86  and  1986-87.  Encumbrances  are 
used  to  reserve  a  portion  of  an  appropriation  for  anticipated  expenditures.  Because 
an  encumbrance  is  not  an  expenditure,  it  should  not  be  included  with  expenditures 
on  final  financial  status  reports  (FSR). 

Federal  regulations  in  effect  at  the  time  the  reports  were  prepared  required 
that  unpaid  obligations  (encumbrances)  be  excluded  from  final  FSRs.  The 
department  included  $17,069  of  encumbrances  on  the  federal  fiscal  year  1985-86 
final  report  and  $13,472  of  encumbrances  on  the  1986-87  final  report.  Consequently, 
the  expenditures  reported  on  these  final  reports  to  USDA  are  overstated  by  the 
amounts  indicated  above.  Department  personnel  indicated  they  normally  include 
encumbrances  as  expenditures  on  final  reports  and  then  later  adjust  the  final  report. 


Department  officials  explained  that  some  of  the  encumbrance  items  related  to  services 
that  had  been  received  by  the  department  but  not  yet  paid.  The  department  could 
have  established  accounts  payable  for  the  encumbrances  if  the  services  had  been 
performed. 

Because  of  the  concerns  noted  on  the  WIC  FSRs,  we  examined  FSRs  for  other 
federal  grants  completed  by  the  department.  We  found  that  the  Child  Nutrition 
(CFDA  #10.558)  final  FSR  for  the  federal  fiscal  year  1986-87  included  $1,160  of 
encumbrances  as  expenditures. 

The  department  reimbursed  USDA  $7,167  for  encumbrances  not  spent  as 
originally  reported  on  the  1985-86  report.  Therefore,  we  question  the  allowability 
of  the  remaining  $24,534  ($17,069  -  $7,167  +  $13,472  +  $1,160)  of  expenditures 
reported  on  federal  FSRs  for  the  WIC  and  Child  Nutrition  programs. 

RECOMMENDATION  #2 

We  recommend  the  department  ensure  amounts  reported   on   the  federal 

financial  reports  are  accurate  and  comply  with  federal  regulations. 


STATE  COMPLIANCE  ISSUES 

During  our  testing  at  the  Department  of  Health  and  Environmental  Sciences 
we  noted  the  following  instances  of  noncompliance  with  state  laws. 

Handicapped  Children  Service 

The  department  has  not  established  rules  for  the  Handicapped  Children 
Service  (HCS).  Section  50- 1  -202(  1 3),  MCA,  states  that  the  department  shall  develop, 
adopt,  and  administer  rules  for  the  Handicapped  Children  Service.  The  rules  should 
include  standards  for  diagnosis,  medical  treatment,  after-care  services,  and  eligibility. 
The  state  law  requiring  the  department  to  adopt  rules,  was  enacted  by  the  1983 
legislature.  In  addition,  federal  regulations  require  the  department  to  have  rules 
governing  HCS.  This  program  is  funded  by  the  Maternal  and  Child  Health  Block 
Grant  (CFDA  #13.994). 

The  HCS  program  provides  for  the  medical  evaluation,  treatment,  and 
financial  assistance  for  families  with  children  with  handicapping  medical  conditions. 
It  also  assists  with  the  cost  of  emergency  transportation  of  pregnant  women  in  labor. 
During  our  audit  period,  there  were  three  different  program  directors  for  HCS.  We 
noted  inconsistent  practices  established  by  each  program  director  regarding  eligible 
services  and  reimbursement  rates  for  medical  expenses.    Without  established  rules 


outlining  allowable  services,  inconsistent  practices  could  continue.  Department 
officials  were  unable  to  explain  why  rules  had  not  been  established  for  the  HCS 
program.  The  officials  indicated  the  department  has  now  initiated  efforts  to  establish 
rules  for  the  HCS  program. 

RECOMMENDATION  #3 

We  recommend  the  department  establish  rules  for  the  Handicapped  Children 

Service  in  accordance  with  state  and  federal  laws  and  regulations. 

Licensing  of  Health  Care  Facilities 

The  department's  Licensing  and  Certification  Bureau  is  responsible  for  issuing 
annual  licenses  to  health  care  facilities.  In  accordance  with  section  50-5-204,  MCA, 
the  department,  after  receipt  of  a  new  or  renewal  application,  shall  inspect  the 
facility  without  prior  notice  to  the  operator  or  staff.  When  the  department  has 
determined  the  facility  meets  minimum  standards,  it  may  issue  a  license  for  one 
year.  The  Licensing  and  Certification  Bureau  normally  does  not  inspect  health  care 
facilities  before  issuing  a  renewal  license.  Instead  renewal  licenses  are  routinely 
granted  and  at  a  later  date  the  facilities  are  inspected  in  conjunction  with  the 
medicaid  and  medicare  certification  inspections  in  order  to  comply  with  federal 
regulations.  Department  personnel  said,  combining  the  licensing  inspection  and  the 
medicaid/medicare  inspection  is  a  cost  effective  way  to  utilize  the  department's 
resources.  Rather  than  inspecting  a  facility  twice,  the  combined  inspection  reduces 
the  number  of  survey  teams  and  travel  expenses. 

RECOMMENDATION  #4 

We  recommend  the  department: 

A.  Comply  with  state  law  by  inspecting  health  care  facilities  prior  to  the 
issuing  a  license;  and  if  necessary 

B.  Seek  legislation  to  amend  the  state  law   to  require  unannounced 
inspections  during  each  licensing  period. 


Emergency  Medical  Services  Program 

The  department  does  not  have  a  written  plan  of  cooperation  for  the 
Emergency  Medical  Services  (EMS)  program.  Section  50-6-104,  MCA,  requires  the 
department  to  work  with  the  Department  of  Justice  and  other  interested  state  agencies 
to  develop  a  written  a  plan  of  cooperation.  The  purpose  of  a  written  plan  is  to  ensure 


government  effort  is  not  duplicated.  A  portion  of  the  EMS  program  is  funded  by  the 
Preventative  Health  Block  Grant  (CFDA  #13.991) 

Department  personnel  in  the  Emergency  Medical  Services  Bureau  said  they 
meet  with  Department  of  Justice  personnel  at  least  two  or  three  times  a  year  to 
discuss  EMS.  However,  they  have  never  developed  a  written  plan  of  cooperation. 
Department  officials  indicated  the  department  would  prepare  a  plan  as  required  by 
law. 

RECOMMENDATION  #5 

We  recommend  the  department  develop  a  written  plan  of  cooperation  with 
other  state  agencies  for  the  Emergency  Medical  Services  program  in 
compliance  with  state  law. 

ELECTRONIC  DATA  PROCESSING 

Our  audit  identified  several  concerns  related  to  electronic  data  processing 
(EDP)  in  the  department.  The  EDP  systems  contain  information  for  programs 
administered  by  the  department.  In  addition  to  mainframe  applications,  the 
department  operates  a  microcomputer  network.  We  noted  control  weaknesses  at  the 
department  for  the  following  EDP  issues. 

Backup  and  Disaster  Recovery 

The  department  does  not  have  a  written  and  tested  backup  and  recovery  plan 
for  the  critical  computer  applications  that  run  on  the  state's  mainframe  computer. 
Based  upon  a  survey  conducted  by  the  Department  of  Administration  Information 
Services  Division  (ISD),  the  Department  of  Health  and  Environmental  Sciences 
identified  eight  mainframe  applications  it  considers  crucial  to  the  payment  of  vital 
obligations  or  generation  of  vital  state  revenue.  The  computer  applications  identified 
as  crucial  are:  I)  WIC  Core  Accounting;  2)  WIC  Certification;  3)  Food  and  Consumer 
Safety  Sanitation  License;  4)  Family  Planning  Client  Information  Reports;  5)  Family 
Planning  Allocation  Formula;  6)  Handicapped  Children  Services  Budgeting  and 
Accounting  System;  7)  Water  Analysis  Billing;  and  8)  Family  Planning  Bureau  of 
Common  Reporting  Requirements  (BCRR). 

Section  2-15-114,  MCA,  requires  all  state  agencies  to  implement  safeguards 
to  reduce,  eliminate,  or  recover  from  threats  to  data  and  information.  State  policy 
provides  a  detailed  description  of  the  disaster  recovery  process  required  for  systems 


that  have  been   identified  as  critical  by  a  state  agency.     Per  state  policy,  the 
department  is  responsible  for: 

-  Determining  and  documenting  which  information  systems  it  considers 
critical. 

-  Ensuring  the  critical  applications  are  stored  off-site  in  a  current  and 
portable  format. 

-  Designing  each  critical  system  so  that  it  can  be  transported  and  operated 
using  the  resources  available  at  the  state's  backup  computer  facility. 

-  Testing,  with  the  assistance  of  ISD  personnel,  each  critical  information 
system  at  the  backup  computer  facility. 

-  Participating  in  the  operation  of  critical  information  systems  in  the  event 
the  central  computer  is  unavailable  due  to  a  disaster. 

A  major  disruption  or  breakdown  in  the  state's  mainframe  computer  could 
adversely  affect  the  department's  operations  resulting  in  lost  revenue  and  disruptions 
of  vital  state  payments.  Personnel  at  the  department  said  they  do  not  have  sufficient 
EDP  personnel  to  adequately  develop  a  disaster  recovery  plan  for  the  department's 
critical  information  systems.  The  department  could  reduce  the  amount  of  personnel 
time  required  to  develop  a  disaster  recovery  plan  by  seeking  the  assistance  of  ISD 
or  other  state  agencies  who  have  established  disaster  recover  plans.  If  the  department 
obtained  a  disaster  recovery  plan  from  another  agency  and  modified  the  plan  to  fit 
the  department's  needs,  the  department  could  save  a  considerable  amount  of 
personnel  time. 

RECOMMENDATION  #6 

We  recommend  the  department  develop  a  written  and  tested  backup  and 

recovery  plan  for  its  critical  mainframe  computer  applications. 


EDP  Segregation  of  Duties 

The  computer  programmer  at  the  department  is  also  the  security  officer  for 
the  department.  Because  the  security  officer  has  access  to  all  mainframe  system  files, 
it  is  important  that  the  security  officer  duties  be  segregated  from  other  data 
processing  functions  such  as  programming.  The  segregation  of  duties  between  the 
programmer  and  security  officer  limits  the  ability  of  one  person  to  perpetrate  errors 
or  irregularities  and  then  conceal  those  errors  or  irregularities.  Department  personnel 
indicated  that  the  lack  of  segregation  of  duties  was  the  result  of  not  having  an  EDP 


staff  large  enough  to  allow  for  segregation.  The  security  officer  duties  can  be 
assigned  to  someone  in  the  department  outside  the  EDP  section.  This  ensures 
segregation  with  the  department's  existing  staff  and  additional  costs  will  not  be 
incurred. 

RECOMMENDATION  #7 

We  recommend  the  department  assign  the  duties  of  the  EDP  security  officer 

and  computer  programmer  to  separate  staff. 


Personal  Use  of  Computers 

As  means  of  training  employees  to  become  more  effective  with  computers, 
the  department  has  allowed  employees  to  work  on  personal  projects  during  nonduty 
hours  using  state  microcomputers.  State  law  does  not  prohibit  management  from 
allowing  employees  to  train  using  computers  on  personal  projects.  However,  using 
state  time,  facilities,  or  equipment  for  private  business  purposes  is  prohibited  by  law. 

Department  officials  reported  instances  where  two  employees  used  a  state 
microcomputer  to  establish  private  business  files.  The  business  files  were  located  in 
a  hidden  directory  on  a  microcomputer.  One  of  the  employees  indicated  he  did  not 
consider  it  inappropriate  to  use  the  computer  for  his  private  business,  as  long  as  the 
work  was  done  on  his  own  time. 

The  department  should  establish  written  policies  regarding  use  of  micro- 
computers by  state  employees.  A  written  policy  would  help  ensure  employees  are 
aware  of  management's  position  regarding  personal  use  and  security  of  state  micro- 
computers. Department  officials  indicated  concern  over  the  personal  use  of  state 
microcomputers.  The  officials  said  the  department  is  in  the  process  of  establishing 
a  policy  to  control  the  use  of  its  microcomputers. 

RECOMMENDATION    #8 

y>'e  recommend    the   department    establish    a   policy    which    defines    the 

allowable   use  of  microcomputers. 


ACCOUNTING  ISSUES 

During  the  course  of  audit  work,  we  identified  accounting  issues  where  the 
department  did  not  comply  with  state  accounting  policy  and  generally  accepted 
accounting  principles  (GAAP).      State   law   requires   the   accounting   records   be 


maintained  in  accordance  with  generally  accepted  accounting  principles.  The  issues 
we  identified  are  discussed  below: 


1.  In  December  1987,  the  department  hosted  a  conference  entitled  "Crisis 
in  Prenatal  Care  in  Montana."  Prior  to  the  conference,  the  department 
received  a  grant  from  a  California  university  to  help  pay  for  the  cost 
of  the  conference.  During  our  audit  work  we  discovered  the 
department  had  not  billed  the  university  $4,455  for  its  portion  of 
conference  costs.  The  department's  indirect  cost  account  in  the 
Special  Revenue  Fund  absorbed  the  cost  of  the  conference.  When  we 
asked  department  personnel  about  the  conference  they  discovered  the 
university  had  never  been  billed.  The  department  has  since  billed  the 
university.  Because  of  this  error  revenue  and  accounts  receivable  in 
the  Special  Revenue  Fund  are  understated  by  $4,455  in  fiscal  year 
1987-88. 

2.  While  testing  expenditure  accruals  we  found,  five  of  fifteen 
expenditures  were  recorded  in  fiscal  year  1988-89  but  should  have 
been  recorded  in  the  previous  fiscal  year.  The  five  exceptions  noted 
related  to  expenditures  recorded  against  continuing  appropriations. 
State  accounting  policy  and  GAAP  indicate  that  an  expenditure  should 
be  charged  against  the  fiscal  year  in  which  the  services  are  provided. 
The  department  should  have  established  expenditure  accruals  against 
its  continuing  appropriations  since  services  had  already  been  per- 
formed. Because  the  accruals  were  not  established  expenditures  and 
liabilities  are  understated  by  $65,000  in  the  General  Fund  and  $9 1 ,46 1 
in  the  Special  Revenue  Fund  for  fiscal  year  1987-88. 

3.  The  department  incorrectly  recorded  several  adjustment  transactions. 
The  errors  occurred  when  the  department's  Support  Services  Bureau 
tried  to  reconcile  revenue  and  expenditures  in  the  federal  Special 
Revenue  Fund  accounts.  Department  personnel  improperly  reduced 
prior  year  revenue  when  they  should  have  increased  prior  year 
revenue.  Personnel  also  improperly  increased  current  year  revenue 
when  they  should  have  decreased  current  year  revenue.  State 
accounting  policy  and  GAAP  require  that  the  state's  accounting 
records  properly  reflect  the  department's  financial  activity.  The  net 
result  is  that  prior  year  revenue  is  overstated  and  current  year  revenue 
is  understated  by  $348,599  for  the  Special  Revenue  Fund  in  fiscal  year 
1987-88. 

4.  The  fund  balance  for  the  Film  Library  account  was  zeroed  out  at  the 
end  of  fiscal  year  1986-87.  State  policy  requires  the  fund  balance  be 
zero  for  some  federal  Special  Revenue  Funds.  However,  since  the 
Film  Library  is  not  a  federal  fund,  its  fund  balance  should  not  have 
been  zeroed  out.  As  a  result,  revenue  is  understated  and  deferred 
revenue  is  overstated  by  $6,227  in  the  Special  Revenue  Fund  in  fiscal 
year  1986-87. 
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Department  personnel  indicated  that  the  issues  noted  above  were  caused  by 
a  variety  of  circumstances  including,  but  not  limited  to,  insufficient  number  of 
accounting  personnel. 

RFCOMMENDATION  #9 

We  recommend  the  department  properly  record  transactions  in  accordance 

with  state  accounting  policy. 
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INDEPENDENT  AUDITOR'S  REPORT 
AND  AGENCY  FINANCIAL  SCHEDULES 


SUMMARY  OF  INDEPENDENT  AUDITOR'S  REPORT 

The  auditor's  opinion  issued  for  the  Department  of  Health  and  Environmental 
Sciences  is  intended  to  convey  to  the  reader  of  the  financial  schedules  the  degree  of 
reliance  which  can  be  placed  on  the  amounts  presented.  The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System  (SBAS)  without 
adjustments  for  errors  noted  during  the  audit. 

The  opinion  on  the  schedules  presented  means  the  schedules  are  fairly  stated 
in  all  material  respects  and  the  user  can  rely  on  the  information  presented. 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


^ifitt  uf  tli^  '^t^islnii^t  ^nbiiitx 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
FInancial'Compllance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of  Healtli  and 
Environmental  Sciences  for  each  of  the  two  fiscal  years  ended  June  30,  1987  and  1988,  as  shown  on 
pages  14  through  20.  The  information  contained  in  these  schedules  is  the  responsibility  of  the 
department's  management.  Our  responsibility  is  to  express  an  opinion  on  those  financial  schedules 
based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  schedules  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  lesi 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  schedules.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management,  as 
well  as  evaluating  the  overall  financial  schedule  presentation.  We  believe  that  our  audit  provides  a 
reasonable  basis  for  our  opinion. 

As  described  in  Note  1,  these  financial  schedules  are  prepared  in  accordance  with  state 
accounting  policy  and  are  not  intended  to  be  a  presentation  in  conformity  with  generally  accepted 
accounting  principles. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  ail  maierini 
respects,  the  results  of  operation  and  changes  in  fund  balances  of  the  Department  of  Health  and 
Environmental  Sciences  for  each  of  the  two  fiscal  years  ended  June  30,  1987  and  1988,  inconformit> 
with  the  basis  of  accounting  described  in  Note  I. 


Respectfully  submitted.!^ 


yiX^rr^rJ^ 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


March  22.  1989 
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DEPARTMENT  OF  HEALTH  &  ENVIRONMENTAL  SCIENCES 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1988 


General  Fund 


Special 

Revenue 

Funds 


FUND  BALANCE:  July  1,  1986 
ADDITIONS: 


■0- 


$  2.304.494 


Fiscal  Year  1986-87 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Prior  Year  Revenue  Adjustments 
Support  From  State  Of  Montana 
Cash  Transfers  In 
Direct  Entries  To  Fund  Balance 

Fiscal  Year  1987-88 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Prior  Year  Revenue  Adjustments 
Prior  Year  Expenditure  Adjustments 
Support  From  State  Of  Montana 
Cash  Transfers  In 
Total  Additions 


$   155.215 

538.540 

24.606 

2,853.580 


227.398 

64.151 

65.226 

11,008 

3,209,898 

7.149.622 


$18,597,537 

(15,315)1 
205.743 

439.327 
1.625 

23.152,015 

5,351 

65,870 

296,322 

650.150 
43.398.625 


REDUCTIONS: 


Fiscal  Year  1986-87 

Budgeted  Expenditures  &  Transfers  Out 

Prior  Year  Expenditures 

Prior  Year  Expenditure  Adjustments 
Fiscal  Year  1987-88 

Budgeted  Expenditures  &  Transfers  Out 

Total  Reductions 

FUND  BALANCE:  June  30,  1988 


3, 

,564,518 
992 

19, 

,396 

,852 
662 

6,430 

124 

,121 

3, 

.577.682 

23 

,826 

,297 

i 

.149.622 

43, 

,347 

^32 

-0- 

$   2 

.355 

,187 

Nonbudgeted  Revenue  and  Transfers  In  is  negative  because  the  department 
used  nonbudgeted  revenue  to  charge  indirect  costs  to  the  Resources 
Indemnity  Trust  account  during  fiscal  year  1986-87. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting 
System.  Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  on  pages  18  through  20. 
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fiscal  Yea'-  198 

GEKERAL  FUND 

Estimated  Reve 

Actual  Revenue 

Col  lections  Ov 

(Unaer)  Estii 

SPECIAL  REVENUE 

Estimated  Revei 

Actual  Revenue 

Collections  Ov' 

(Under)  Estii 


Fiscal  Year  198< 

GENERAL  FUND 

Estimated  Revei 

Actual  Revenue 

Col  lections  Ovi 

(Under)  Estii 

SPECIAL  REVENUE 

Estimated  Revei 

Actual  Revenue 

Col  lections  Ov( 

(Under)  Estii 


See  footnote 
See  footnote 
See  footnote  ', 


This  schedule  is 
cages  18  througf 


DEPftBTHEUT  HEALTH  t  EMVIROWKEHTtL  SCIEUCES 

SCHEDULE  OF  BUDGETED  BEVEMUE  £  TBAtiSFERS  IH  -  ESTIHftTED  S  tCTUAL 

FOB  EACH  OF  THE  TWO  FISCAL  YEARS  EKDED  JU'jE  30.  19B8 


Licenses  and     Charges  For 
Permits        Services 


Investment 
Earnings 


Federal 

Indirect 

Cost 

Recoveries 


Sale  of      Grants,      Other 
Documents  £    Contracts,   Financing 
Merchandise    Donations     Sources 


Fiscal  Year  1987-88 

GEKERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Unaer)  Estimate 


S   73,500 
7t.5W 


$178,250 
152.604 


%       251,750 

227,398 


(24.352) 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$1,235,157 

1.064.517 

$  (170.640) 


$763,746 
753.099 


$(10.647) 


$  51,500 
28.188 


$420,000 
413.058 


$  (6.942) 


$50,161 
40.866 


$  933,296 

290.972 


$(642^324)' 


$23,985,482 
20.561.315 


$(3.424.167)^ 


$27,439,342 
23.152.015 


$(4.287.327) 


Fiscal  Vear  1986-87 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$         73,500 
67.325 

$          (6,175) 

$  37,300 
6.447 

$(30,853) 

$481,292 
552,854 

$  71,562 

$     1,500 
1.B16 

$         316 

$  64,699 

81.443 

$   16.744 

$441,674 

476.400 

$  34,726 

$48,874 
39.247 

$(9,627) 

$  731,516 
47.898 

$20,000 
10.057 

$(9,943) 

$17,505,403 
16.452.595 

$(1,052,808)^ 

$       175,499 
155.215 

$       (20,284; 

$  2,038,290 

$21,268,549 
18.597.537 

$(1,021,620)' 

$(683,618)^ 

$(2,671,012: 

See  footnote  7A. 


See  footnote  7B. 


See  footnote  7C. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  proviaed  in  the  notes  to  the  financial  schedules  on 
pages  18  through  20. 
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PERSONAL  SERVICE 
Salaries 
Otner  Compensa 
Employee  Benef 
Total 

OPERATING  EXPENS 
Contracted  Ser 
Suppl ies  &  Mat 
Connuni  cat  ions 
Travel 
Rent 

Utilities 
Reoair  &  Maint 
Other  Expenses 
Total 

EQUIPMENT  AND  IK 
Equipment 
Intangible  Ass 
Total        I 

GRANTS 

From  State  Sou 
From  Federal  S 
From  Other  Sou 
Total 

BENEFITS  &  CLAIM 
From  Federal  S 
Total 

TOTAL  PROGRAM  EX 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget 

SPECIAL  REVENUE 
Budgeted 
Actual 
Unspent  Budget 


See  footnote 


This  schedule  is 


DEPARTHEHT  HEALTH  S  ENVIRONHEWTAL  SCIENCES 


SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND  ■ 

■  BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED 

JUNE  30,  1988 

Fami ly/ 

Health 

Solid 

Services 

Maternal 

Licensing 

Director's 

Central 

Environmental 

Hazardous 

Water 

Medical 

and  Child 

Preventive 

and 

Health 

Office 

Services 

Sciences 

Waste 

Quality 

Faci lity 

Health 

Health 

Certi  f ication 

Planning 

Total 

PERSONAL  SERVICES 

1319,320 

$1,050,073 

$  835,315 

$  741,220 

$1,014,333 

$287,203 

$   456,759 

$ 

409,748 

$592,712 

$112,739 

$  5,819,422 

Other  Comoensation 

1,700 

125 

1,825 

Employee  Benefits 
Total 

56.306 
377,326 

241.378 
1.291.451 

166.660 

1.001,975 

154,094 
895,314 

207.243 
1.221.701 

55,733 
342,936 

94.453 
551.212 

_ 

63.068 

123.713 
716.425 

22,756 

135.495 

1.205,424 

492.836 

7,026,671 

OPERATING  EXPENSES 

40,406 

172,418 

193,418 

3,672,989 

420,019 

138,072 

946,933 

506,014 

7,396 

9,406 

33,727 

109,345 

36,976 

27,221 

19,427 

8,845 

10,561 

106,733 

2,704 

332 

355,871 

6,992 

53,694 

41,744 

33,690 

47,133 

32,204 

29,819 

32,778 

14,224 

5,944 

296,222 

4,578 

10,545 

64,740 

72,164 

76,606 

27,723 

36,687 

36,571 

126,435 

2,243 

460,292 

11,310 

92,104 

49,680 

29,399 

44,312 

14,015 

28,251 

16,775 

18,853 

5,488 

310,187 

Utilities 

5,257 

5,986 

8 

48 

173 

16 

11,488 

Repair  &  Maintenance 

3,785 

46,080 

22,942 

7,396 

9,445 

3,654 

5,693 

2,033 

2,179 

452 

103,659 

Other  Expenses 

6.026 

57.586 

65,761 

116,334 

132.347 

3.520 

72.134 

35.917 

54.321 

650 

544,616 

Total 

106.824 

547,029 

481,267 

3.959.201 

749.337 

223.206 

1.130.078 

- 

736.837 

226.114 

24.515 

8,191,408 

EQUIPMENT  AND  INTANGISLE  ASSETS 

Equipment 

11,120 

118,821 

48.425 

46,943 

39,165 

5,148 

22,604 

17,613 

4,666 

314,505 

Intangible  Assets 

887 

4.323 

1,371 

4.571 

5.304 

100 

611 

1.524 

1.056 

324 

20,071 

Total 

12.007 

123.144 

49.796 

51.514 

44 .  469 

-  5.248 

23.215 

- 

19.137 

5.722 

324 

334,576 

GRANTS 

From  State  Sources 

20,000 

20,000 

From  Federal  Sources 

112,021 

145,607 

5,741,706 

24,445 

6,023,779 

From  Other  Sources 

189,797 

301.818 

747.439 
747.439 

31.474 
177.081 

- 

968,710 

Total 

5.761.706 

24.445 

7.012.489 

BENEFITS  S,   CLAIMS 

From  Federal  Sources 

4,836,835 

4.838.835 

Total 

4.838,835 

4.638,835 

TOTAL  PROGRAM  EXPENDITURES 

$496,157 

$1,961,624 

$1,834,656 

$5,653,468 

$2,192,588 

$576,390 

$12,305,046 

$1 

.275,255 

$948,261 

$160,334 

$27,403,979 

GENERAL  FUND 

Budgeted 

$352,617 

$  850,873 

$  822,375 

$   75,734 

$  461,655 

$364,965 

$    30,635 

$ 

743,645 

$313,558 

$176,106 

$  4,192,181 

Actual 

347.814 

774.347 

749.790 

74,741 

356.614 

358.057 

28,360 

416,202 

311.403 

160.334 

3.577.682 

Unspent  Budget  Authority 

$  4.803 

$   76,526 

$   72,583 

$     993 

$  105,041 

$  6.928 

$     2,255 

$_ 

327,443 

$  2,155 

$  15.772 

$   614.499 

SPECIAL  REVENUE  FUND 

Budgeted 

1659,994 

$1,407,065 

$1,428,828 

$8,683,608 

$2,470,913 

$359,425 

$12,591,832 

$1 

,416,840 

$637,396 

$29,655,901 

Actual 

148.343 

1.187.277 

1.085.066 

5,578.727 

1,835,974 

218.333 

12,276,666 

859,053 

636.856 

23,626,297 

Unspent  Budget  Authority 

$511,651 

$  219,788 

$  343,762 

$3,104,681' 

$  634,939 

$141,092 

$   315.166 

$ 

557,787 

$    538 

$  5,629,604 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  18  through  20. 
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DEPARTMENT  OF  HEALTH  &  ENVIROXMENTAL  SCIENCES 

SCHEDULE  Of  BUDGETED  PROGRAM  EXPENDITURES  AND  TRANSFERS  OUT 

BY  OBJECT  AND  FUND  -  BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1987 


Health 
Service/ 


F  i  nanc  i  a  I 

Environmental 

Management 

Medical 

Director's 

Management 

Science 

Service 

Facility 

Office 

D  i  V  i  s  i  on 

Division 

Division 

Division 

Total 

PERSONAL  SERVICES 

Salaries 

$  317,722 

$576,639 

$2,336,420 

$513,893 

$  1,792,852 

$  5,537,526 

Other  Conpensation 

1,550 

50 

1,600 

Employee  Benefits 

5A.542 

121.823 

466.397 

120.415 

358.689 

1.121.866 

Total 

373. 8U 

698.462 

2.802.867 

634.308 

2.151.541 

6,660.992 

OPERATING  EXPENSES 

Contracted  Services 

178,251 

124,253 

1,188,771 

31,427 

1,608,014 

3,130,716 

Supplies  &  Materials 

3,443 

5,917 

57,741 

75,758 

152,374 

295,233 

Communications 

7,001 

22,098 

113,156 

25,176 

117,100 

284,531 

Travel 

2,777 

6,942 

173,305 

3,628 

152,034 

338,686 

Rent 

11,775 

31,993 

114,287 

61,745 

87,912 

307,712 

Utilities 

5,748 

6,585 

212 

12,545 

Repair  &  Maintenance 

2,720 

12,310 

42,435 

24,848 

5,708 

88,021 

Other  Expenses 

3.136 

1.038 

28.627 

5.893 

33.510 

72.204 

Total 

209.103 

204.551 

1.724.070 

235.060 

2.156.864 

4.529.648 

EQUIPMENT  AND  INTANGIBLE 

ASSETS 

Equipment 

228 

8,165 

109,579 

420 

27,661 

146,053 

Intangible  Assets 

355 

1.681 

6.031 

300 

2.941 

11.308 

Total 

583 

9.846 

115.610 

720 

30.602 

157.361 

GRANTS 

From  Federal  Sources 

617,033 

162,492 

4,453,068 

5,232,593 

From  Other  Sources 

1.012. 904 
1.175.396 

1.012.904 

Total 

617.033 

4.453.068 

6.245.497 

BENEFITS  &  CLAIMS 
From  Federal  Sources 
Total 


4.867.872 
4.867.872 


4.867.872 
4.867.872 


TRANSFERS 
Accounting  Entity  Transfers 
Total 


500.000 
500.000 


500.000 
500.000 


TOTAL  PROGRAM  EXPENDITURES 


$1.200.533 


$912.859 


$6.317.943 


$870.088 


$13.659.947 


$22.961.370 


GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


$  516,175 

494.835 

$   21.340 


$287,513 

275.954 

$  11.559 


$1,264,474 

1.225.486 

$   38.988 


$447,546 

429.792 

$  17.754 


i   1,218,438 
1.138.451 
$    79.987 


$  3,734,146 
3.564.518 
$   169^28 


SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


$  787,337 

705.698 

$   81.639 


$8,775,064    $511,978 

5.092.457     440.296 

$3.682.607^   $  71.682 


$12,690,836 

12.521.496 

$   169J40 


$23,414,976 

19.396.852 

$  4.018_J24 


See  footnote  8A. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
provided  in  the  notes  to  the  financial  schedules  on  pages  18  through  20. 


Additional  information  is 
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DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL  SCIENCES 

NOTES  TO  THE  FINANCIAL  SCHEDULES 

FOR  THE  TWO  FISCAL  YEARS  ENDING  JUNE  30.  1988 

1.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Basis  of  Accounting 

The  state  of  Montana  uses  the  modified  accrual  basis  of  accounting  which  is 
described  in  the  Montana  Operations  Manual.  Under  the  modified  accrual  basis  of 
accounting,  expenditures  are  recorded  for  valid  obligations.  A  valid  obligations  exists 
when  the  related  liability  is  incurred  except  for  the  following  items  which  are  also 
considered  valid  obligations  under  state  accounting  policy. 

If  the  appropriation  provided  funds  to  complete  a  given  project,  the 
entire  amount  of  a  service  contract  may  be  accrued  even  though  the 
services  are  rendered  in  fiscal  years  subsequent  to  the  fiscal  year  in 
which  the  expenditure  is  accrued. 

The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal  year  in 
which  the  purchase  order  was  issued. 

Goods  ordered,  but  not  received  as  of  the  fiscal  year-end,  may  be 
accrued  if  the  purchase  order  was  issued  in  the  fiscal  year  in  which 
the  anticipated  expenditure  is  to  be  accrued. 

Revenues  under  the  modified  accrual  basis  of  accounting  are  recognized  when 
measurable  and  available.  "Available"  means  the  revenue  will  be  received  soon 
enough  to  pay  the  liabilities  of  the  current  period. 

Basis  of  Presentation 

The  financial  schedules  were  prepared  from  the  Statewide  Budgeting  and 
Accounting  System  (SBAS)  without  adjustments.  Accounts  are  organized  on  the  basis 
of  funds  according  to  state  law.  The  following  fund  types  are  used  by  the 
department: 

General  -  accounts  for  all  financial  resources  except  those  required  to  be 
accounted  for  in  another  fund. 

Special  Revenue  -  accounts  for  the  proceeds  of  specific  revenue  sources  that 
are  legally  restricted  to  expenditures  for  specific  purposes.  Legislative 
appropriation  is  required  to  spend  from  this  fund.  The  department  uses  the 
Special  Revenue  Fund  to  account  for  federal  activity  such  as  Environmental 
Protection  Grants,  Maternal  and  Preventive  Health  Block  Grants,  and  the 
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Women  Infants  and  Children  program.  State  Special  Revenue  Fund  programs 
include  laboratory  testing,  and  the  Junk  Vehicle  program. 


2.  EMPLOYEES'  RETIREMENT  SYSTEM 

The  Department  of  Health  and  Environmental  Sciences  employees  are  covered 
by  the  Public  Employees'  Retirement  System  (PERS).  The  department's  contribution 
to  PERS  for  the  fiscal  years  ended  June  30,  1987,  and  June  30,  1988,  was 
approximately  $349,260  and  $365,557,  respectively. 

3.  GENERAL  FUND  BALANCE 

The  General  Fund  is  a  statewide  fund.  Agencies  do  not  have  a  separate 
General  Fund  since  their  only  authority  is  to  pay  obligations  from  the  statewide 
General  Fund  as  long  as  they  stay  within  their  appropriation  limits.  Thus,  on  an 
agency  schedule  the  General  Fund  beginning  and  ending  fund  balance  will  always 
be  zero. 

4.  AGENCY  FUNDS 

The  Agency  Fund  accounts  for  assets  held  by  a  governmental  unit  in  a  trustee 
capacity,  or  as  an  agent,  for  individuals,  private  organizations,  other  governmental 
units,  or  other  funds.  The  department  acts  in  an  agency  capacity  for  the  activities 
relating  to  a  stream  flow  water  study.  The  money  for  the  study  is  passed  through  the 
department  to  the  Department  of  Interior,  U.S.  Geological  Survey.  At  June  30,  1988, 
no  asset  or  liability  balances  remained  in  the  department's  Agency  Fund. 

5.  LEAVE  LIABILITY 

Employees  at  the  department  accumulate  both  annual  and  sick  leave. 
Nonexempt  employees  accumulate  compensatory  leave.  Employees  are  paid  for  100 
percent  of  unused  annual,  25  percent  of  unused  sick  leave,  and  100  percent  of 
unused,  nonexempt  compensatory  leave  credits  upon  termination.  At  June  30,  1988, 
the  department  had  a  liability  of  $502,457  for  annual  leave,  $273,832  for  sick  leave, 
and  $324  for  nonexempt  compensatory  leave. 

6.  PROGRAM  CHANGES 

The  department  reorganized  its  programs  used  to  account  for  expenditures. 
The  programs  were  expanded  in  fiscal  year  1987-88  as  shown  in  the  following  chart: 


19 


Fiscal  Year  1986-87  Fiscal  Year  1987-88 

Director's  Office  Director's  Office 

Fiscal  Management  Division  Centralized  Services 

Management  Services  Division 

Environmental  Sciences 
Environmental  Sciences  Division  Solid/Hazardous  Waste 

Water  Quality 

Health  Services/Medical  Facilities 
Health  Services  Medical  Family/Maternal  &  Child  Health 

Facilities  Division  Preventive  Health 

Licensing  &  Certification 
Health  Planning 

7.    BUDGETED  REVENUE  VS.  ACTUAL  REVENUE 

A.  Licenses  and  permits  revenue  in  fiscal  year  1986-87  were  less  than 
budgeted  because  the  department  did  not  collect  anticipated  fees  for 
environmental  impact  studies. 

B.  Grants,  Contracts  and  Donations  revenue  in  fiscal  year  1986-87 
collections  are  less  than  estimated  because  the  grant  funds  for  building 
a  hazardous  waste  transfer  station  were  not  needed.  Revenue 
collections  under  estimate  in  fiscal  year  1987-88  are  primarily  due 
to  the  fact  that  the  department  used  biennial  revenue  estimates  for 
resource  indemnity  trust  grant  projects. 

C.  Revenue  for  Federal  Assistance  is  overestimated  primarily  due  to  the 
department  not  receiving  all  EPA  superfund  grant  award  money  at 
anticipated  levels  in  both  fiscal  years  1986-87  and  1987-88.  Also,  the 
department  used  a  biennial  revenue  estimate  for  the  AIDS  federal 
grant  and  the  Leaking  Underground  Storage  Tanks  grant  for  fiscal 
year  1987-88. 

8.  BUDGETED  EXPENDITURES  VS.  ACTUAL  EXPENDITURES 

A.  Budgeted  expenditures  for  the  Environmental  Services  Division  during 
fiscal  year  1986-87  are  more  than  actual  expenditures  because  the 
expenditures  for  the  hazardous  waste  transfer  station,  the 
environmental  impact  studies,  and  superfund  programs  were  less  then 
appropriated. 

B.  Budgeted  expenditures  for  the  Solid  and  Hazardous  Waste  program  for 
fiscal  year  1987-88  are  more  than  actual  expenditures  because  the 
department  established  continuing  appropriations  for  the  resources 
indemnity  trust  grant  projects  and  the  Leaking  Underground  Storage 
Tank  projects.  Also,  Superfund  expenditures  were  less  than 
appropriated. 
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AGENCY  RESPONSE 


DEPARTMENT  OF 
HEALTH  AND  ENVIRONMENTAL  SCIENCES 


STAN  STEJ>HKNS,  COVERNOR 


COGSWELL  BUILDINQ 


STATE  OF  MONTANA' 


FAX  «  (406)  444-260« 


May  10.   1989 


HELENA.  MONTANA  SS620 


Mr.  Scott  A.  Seacat 
Legislative  Auditor 
Room  135,  State  Capitol 
Helena,  Montana   59620 

Dear  Mr.  Seacat: 


RE.CEIVEO 

MAr  1 1 1989 
MontaiM  leKiMitrf!  ainiko 


The  Department   of  Health   and  Environmental   Sciences  (DHES)  has 
reviewed  the  audit  for  the  two  Fiscal  Years  Ended  June  30,  1989. 
The  agency's  responses  are  as  follows: 

1 .   Personal  Services  Charges 

Concur . 

The  department  will  review  available  documentation  to 
determine  if  an  underpayment  of  personal  services  charges  to  the 
Superfund  program  for  fiscal  year  1987-38  has  occurred. 
According  to  0MB  Circular  A-87,  Cost  Principles  for  State  and 
Local  Governments,  "Payrolls  must  be  supported  by  time  and 
attendance  or  equivalent  records  for  individual  employees."  The 
department  will  also  restate  its  payroll  keeping  policies  to 
employees . 


2 .   Federal  Financial  Status  Reports 

Concur . 

The  department 
financial  reports 
regulations . 


will  ensure   amounts  reported  on  the  federal 
are   accurate   and   comply   with   federal 


3 .  Handicapped  Children  Services 
Concur . 

The  department  has  established  draft  rules  for  the 
Handicapped  Children  Services  and  will  publish  them  by  January  1, 
1990. 

4 .  Licensing  of  Health  Care  Facilities 
Conditionally  Concur. 

The  department  currently  performs  State  Licensure  and  Federal 
Certification  ot  Health  Care  Facilities  during  a  joint 
inspection.  The  ]oint  inspection  is  done  to  insure  a  minimum  of 
disruptions  of  the  facilities  and  to  conserve  resources  of  both 
the  state  and  federal  government.  Currently,  the  federal 
government  is  revising  certification  requirements  and  as  soon  as 
the  new  regulations  are  final  the  department  will  seek 
legislation  to  amend  the  state  licensure  laws  to  conform  with  the 
federal  standards. 
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5 .   Emergency  Medical  Services  Program 

Concur . 

Effective  May  1,  1989  DHES  has  a  signed  agreement  between  the 
Emergency  Medical  Services  Bureau  and  the  Highway  Traffic  Safety 
Division  of  the  Department  of  Justice. 

6  .   Electronic  Data  Processing 

Concur . 

The  department  will  develop  a  written  plan  for  backup  and 
recovery  for  its  critical  mainframe  computer  applications  by 
July  1,  1990. 

7 .  EDP  Segregation  of  Duties 
Conditionally  Concur. 

While  a  segregation  of  duties  is  preferred  the  department 
may  not  have  the  capabilities  to  assign  the  function  to  a  non 
EDP  person.  A  security  officer  must  have  an  indepth  knowledge  of 
the  EDP  system  to  insure  security  is  properly  maintained  and 
enforced.  The  department  will  temporarily  assign  the  duties  to 
an  individual  outside  the  EDP  section  and  evaluate  the  resulting 
system. 

8 .  Personal  Use  of  Computers 
Concur . 

The  department  does  not,  nor  has  not,  condoned  the  use  of 
state  owned  equipment  for  personal  projects.  While  a  specific 
written  policy  does  not  exist  a  policy  statement  will  be 
developed  prior  to  July  1,  1989  and  incorporated  in  the  DHES 
Policy  Manual . 

9 .  Accounting  Issues 
Concur . 


^x*-***— - 


DONALD  E.  PIZZINI,  Director 
Department  of  Health  and 
Environmental  Sciences 
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